SMEs creative sector has an important and strategic role in national economic development. MSMEs for the Indonesian economy are able to absorb labor about 97% and contribute to gross domestic product (GDP) about 57%. In fact, owners of creative SMEs in the city of Semarang not yet have an awareness of the importance of innovation and creativity development [16] . One of the biggest obstacles is that they do not have a structured program to explore the attractiveness and uniqueness of its products, consequently its products cannot compete competitively with foreign products that increase in the domestic market. The purpose of this study is to examine the factors that can explain the strategy to boost the performance of creative SMEs business through a habit of cultivating the behavior of knowledge sharing between owners, employees, consumers, competitors, government or other stakeholders.
Introduction
Micro, Small and Medium Enterprises (MSMEs) have an important role in developing the national economy through the growth of their businesses. The contribution of MSMEs year by year shows good performance in terms of the number of business units, employment, Gross Domestic Product (GDP), total non-oil and gas exports, and investment value (Ministry of Cooperatives and Small and Medium Enterprises RI, ICE-BEES 2018 The contribution of MSMEs to the Indonesian economy is no doubt. MSMEs have a labor absorption rate of around 97% of all national workers and have a contribution to Gross Domestic Product (GDP) of around 57%. In addition to contributing to economic growth and employment, MSMEs also play a role in distributing development results.
MSMEs have also proven to be unaffected by the crisis. When the crisis hit in the period of 1997-1998, only MSMEs were able to stand firm. Data from the Central Bureau of Statistics show that after the economic crisis of 1997-1998, the number of MSMEs was not reduced, it actually increased, even able to absorb 85 million to 107 million workers until 2012. In that year, the number of entrepreneurs in Indonesia was 56,539,560 units.
Of this amount, MSMEs accounted for 56,534,592 units or 99.99%. The remaining, around 0.01% or 4,968 units are large businesses (LPPI, BI 2015) . In an effort to manage the MSME business in order to be developed properly, it cannot be separated from the role of adequate human resources (labor).
These factors must be a concern and be encouraged continuously to be able to support MSME business development to the maximum [10] . The fact is that the current competition requires MSME to have human resources that have creativity and innovation capabilities. Assegaf and Wasitowati (2016) show that the problems faced by MSMEs today are due to the weak capacity of human resources, which has an impact on the weak capability of innovation and performance. Especially in creative MSMEs that must be able to compete globally will need human resources that have innovation, business orientation and competitors [10] .
Various literatures show that SMEs that apply knowledge management get the same benefits as large companies that apply knowledge management. Knowledge management can be seen as a strategy that creates, obtains, transfers, leads to the use of knowledge in order to improve organizational performance, supports organizational adaptation, sustainability and competence, gains competitive advantage and customer commitment, improves understanding of human resources, protects intellectual assets, improves the quality of decisions, services and products, and reflects new knowledge and insights [13] . In MSME, the importance of applying knowledge management in enhancing new insights, innovations, and business performance has been studied by several researchers. Byukusenge, et al., (2016) found that the application of knowledge management in an MSME will have an impact on increasing innovation and business performance.
Setyanti and Farida (2016) also found that knowledge sharing which is one of the dimensions of knowledge management has proven to be able to drive the business DOI [3, 6, 8, 15] . In other words, previous studies were carried out separately. Therefore, this study tries to explain comprehensively on how the mechanism of applying knowledge management will improve the innovation and business performance of MSMEs.
Literature Review

Business performance
Organizational performance is the totality of work achieved by an organization. The performance of an organization can be seen from the extent to which the organization can achieve goals based on the goals that have been set before [13] . In this study, organizational (business) performance will be measured by using 3 approaches from Byukusenge, et al., (2016) which include: profit, sales growth, and market share.
Innovation
Innovation is a process to make changes, large and small, instantly and gradually, gradually, to produce, process, and serve, the results of which will introduce something new to the organization and will add value to customers and contribute to new knowledge in organization [7] .
Knowledge management
Knowledge Management is the processes of creating knowledge (Create Knowl- 
Hypotheses
The survival and competency excellence of an MSME is greatly influenced by how the overall business performance of the MSME is. In creating competitive business performance in the current era of competition, it is necessary for a business to pay attention to the skills that must be possessed by its HR. One of the skills that must be possessed by MSMEs especially in the creative processing industry is high innovation ability. However, at present MSME players still have low awareness and innovation capabilities. The solution that can be offered for this problem is the application of knowledge management in MSMEs. Knowledge management is a management system that has been proven to be a key factor in increasing innovation in large companies. Even some researchers have shown that the application of knowledge management in MSMEs also has the same impact, namely on improving the positive outcomes of these MSMEs.
Thus, with the implementation of knowledge management, it is expected to be able to improve MSME innovation, which in turn will improve the business performance of these MSMEs. However, the impact of the application of knowledge management to innovation and business performance is strongly influenced by how knowledge management is applied. If it is applied effectively, it will be highly successful in influencing the outcomes. Therefore, it is important for MSMEs to pay attention to the factors that can be used as a key to the success of MSME implementation. Some of the factors that can be the key to the successful implementation of MSMEs are organizational culture, information technology, and human resource capacity. Thus, the research model will be formulated as follows:
According to the framework of thought, the hypotheses are formulated as follows: 
Research Method
Research design and sample
The research design used is a quantitative approach. Data sources on this quantitative study are obtained from primary data sources. The aim of this approach is to understand better and deeper about the influence of MSME understanding on the concept of knowledge management and the importance of the habit sharing to be applied. The sampling technique used is purposive sampling, that is, the sample is chosen because it has the criteria required in this study. The samples in the study are 100 MSMEs which are the members of the creative community of Semarang. can estimate a fairly complex model with a small sample size.
Result and Discussion
Instrument test (Validity test and reliability test)
This study uses convergent validity and discriminant validity. The following is an explanation of convergent validity and discriminant validity as follows:
Convergent validity, measured by using a factor load loading for the reflective indi- show that all statement items are greater than the correlation of the relevant variables so that discriminant validity is fulfilled and all statements can represent problems in the research and in accordance with the actual conditions in the object of the research.
Result of reliability test
The following is the reliability test result of the instrument.
Based on (2018) coefficients> 0.70 and all variables also meet internal reliability consistency because of cronbach's alpha coefficients > 0.60 so that all variables meet composite reliability and internal consistency. That is, all of these statements are able to measure a problem with a constant so that it can be regarded as a reliable measuring tool.
Model fit and quality indices
The criteria listed in the goodness of fit model of Table 3 are as the rule of thumb, so that the test results should not be applied rigidly and absolutely. When there are one or two models of fit and quality indices, the model can still be used. The following is the test result as shown in Table 3 . 
Test results of mediating hypotheses
The influence of knowledge management (KM) on innovation (Inov)
Based on Table 4 , the results of testing the direct influence hypothesis indicate that there is an influence of Knowledge Management (KM) on Innovation (Inov) with a path coefficient of 0.021 and p <0.001. Given that p <0.01, it is said to be significantly high, so H1 is supported. The positive path coefficient (0.021) indicates that the higher the influence of Knowledge Management (KM), the Innovation (Inov) is increasing.
The results of this study are in line with Byukusenge, et al., (2016) , Hakim and Hassan (2012) who found that the application of knowledge management in an MSME will have an impact on increasing business innovation. Based on this, the better the implementation of knowledge management, the better the business innovation of MSMEs will be.
The influence of knowledge management (KM) on business performance (BP)
Based on Table 4 , the results of testing the direct influence hypothesis shows that there 
The influence of innovation (Inov) on business performance (BP)
Based on Table 4 performance. The better a company innovates, the better the performance of the company will be.
The influence of knowledge management (KM) on business performance (BP) through innovation (Inov)
Based on Table 5 
Conclusions and Implications
Based on the results, they show that the influence of Knowledge Management on Innovation, the better the implementation of Knowledge Management, the more Innovation increases. Innovation also affects business performance, the better the MSME innovation, the better the business performance. Directly, knowledge management does not have a significant influence on MSME business performance. Even so, knowledge management still plays an important role in improving business performance through innovation. This means that innovation is a mediating variable because it can connect between knowledge management and business performance. The better the application of knowledge management to MSMEs, the more they will improve their ability to innovate. Then, the high level of innovation will improve the performance of MSMEs.
The results of this study provide an understanding that knowledge management is a very important practice to be applied not only to large companies but also to MSMEs. Companies in general and MSMEs in particular should keep paying attention and improve the implementation of knowledge management to get superior business performance.
